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Mike Murphy
833 North Grayson Parkway
Blanding, Utah 8451I

Dear Lessee:

Listed below is a surety that is presently held by the School and Institutional Trust
Lands Administration ("SITLA") for reclamation of mining related disturbance that is
associated with mineral development on trust lands.

Type of Surety: Surety Bond
Amount: $10000
Account No.:l-
Issued By: Safeco Insurance Co.,
Date Issued: -
Mineral Lease No.: ML 49721(ML 48768 Exp)
DOGM No.: 5/037/116

The Division of Oil, Gas and Mining ("DOGM") is the state agency responsible
for implementing and enforcing the State of Utah's regulation of mineral mining and
reclamation activities (Utah Code Sections 40-8-l et seq.) and the State of Utah's Surface
Coal Mining and Reclamation Program (Utah Code Sections 40-10-l et seq.).
SITLA and DOGM have entered into a Memorandum of Agreement Concerning
Cooperative Administation of Mining Operations on School and Institutional Trust
Lands, dated January 14,2005 ("MOU"). The MOU transfers the responsibility for
adminishating the reclamation of disturbances on SITLA's mineral leases to DOGM.
Therefore, surety for reclamation shall be provided by the operator of the leased mineral
lands to DOGM prior to commencing mining operations, and DOGM will be identified as

the owner or holder of the surety. The surety for reclamation shall be held and
administered by DOGM, and shall be of a type and in a form as determined to be
acceptable by the rules established by the Board of Oil, Gas and Mining. The surety shall
be payable to DOGM for use as necessary to satisff the reclamation obligations of the
mineral lessee or operator.
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In accordance with the MOU and in compliance with the statutory authority of
DOGM, SITLA will fransfer the above referenced surety to DOGM to be administered by
DOGM under their rules. This letter serves as notification of the requirement under your
lease to be bonded for reclamation to replace or transfer your stuety with DOGM by
April 1, 2006. Upon written request and written extension by SITLA additional time for
completing this process may be provided. DOGM and SITLA will coordinate their efforts
to ease this transition. Questions concerning this process may be directed to Will Stokes
at SITLA phone number (801) 538-5153. At DOGM please contiact Beth Ericksen at
(801) 538-5318. Additional information may be found at the DOGM's website at
http ://o gm.utah. gov/minerals.

Please be aware that adjustment of the bond amount could also be necessary if it
is determined that the cunent amount is insuffrcient to cover complete reclamation. You
will also need to complete a reclamation contract (form MR-RC) with DOGM to
conclude the process. Also, as provided for under the rules governing the management
and use of school and institutional trust lands (R850-21-800), and as provide for under
Article XII of the mineral lease agreement, the lessee or operator may be required to post
a separate performance bond with SITLA to assure compliance with all other remaining
terms and conditions of the lease not covered by the bond to be filed with DOGM.

We anticipate that bonding for reclamation will be stearnlined and hope you view
this change as a positive effort to simplifr the process. Thank you for your cooperation.

Sincerely

Tom Faddies
Assistant DirectorlMinerals


